
. STATE. OF NEW YORK
STATE. TAX COMMISSION

I n  t he  Ma t te r  o f  t he  Pe t i t i on

o f

MCA, INC.

Fo r  a  Rede te rm ina t i on  o f  a  De f i c i ency  o r
a  Rev i s i on  o f  a  De te rm ina t i on  o r  a  Re fund

AFFIDAVIT OF MAILING

of Corporat ion Franchise
Taxes  under  Ar t i c le  (x )9 -A of the
Tax Law for the xxxt<68lil<lr Period (sfrnding
D e c e m b e r  3 1 ,  1 9 7 3 -

Sta te  o f  New York
County of Albany

John Huhn ,  being duly sworn, deposes and says that

Edre is an employee of the Department of Taxat ion and Finance, over 18 years of

age, and that on the 3rd day of May ,  L9 78, gire served the within

Not ice  o f  Dec is ion  by  (cer t i f ied)  ma i l  upon MCA,  Inc .

(Depxxs€rltxki$emtr) the petitioner in the wiLhin proceeding,

by  enc los ing  a  t rue  copy  thereo f  in  a  secure ly  sea led  posLpa id  wrapper  addressed

as f  o l lows :  MCA,  Inc .
10O Un iversa l  C i ty  P laza
Universa l  C i ty ,  Ca l i fo rn ia  91608

and by  depos i t ing  same enc losed in  a  pos tpa id  p roper ly  addressed wrapper  in  a

(pos t  o f f i ce  o r  o f f i c ia l  depos i to ry )  under  the  exc lus ive  care  and cus tody  o f

the  Un i ted  Sta tes  Pos ta l  Serv ice  w i th in  the  Sta te  o f  New York .

That deponent furt,her says that the said addressee is the ftxpoemxtditrixs

o6<xkx) pet i t ioner herein and that the address set forth on said wrapper is the

last known address of the 6cngreOemfa<F<irxxe6<:tfts) petitioner.

Sworn

3rd

be fo re  me  th i s

of May

to

d a y

rA -  3  (217  6 )

,  rgTB



STATE, OF NEW YORK
STATE' TAX COIA,IISSION

In  the  Ma t te r  o f  t he  Pe t i t i on

o f

MCA, INC.

Fo r  a  Rede te rm ina t i on  o f  a  De f i c i ency  o r
a  Rev i s i on  o f  a  De te rm ina t i on  o r  a  Re fund
of Corporation Franchise
Taxes  unde r  A r t i c l e  ( x )  9 -A of  the
Tax Law for the XXxx(s$:or Period (x) Ending
Deceml - re r  31  -  1q7?

Sta te  o f  New York
County of Albany

John Huhn

dre is an employee of the

age,  and tha t  on  the  3rd

Not ice  o f  Dec is ion

by  enc los ing  a

a s  f o l l o w s :

AFFIDAVIT OF MAILING

,  be ing  du ly  sworn ,  deposes  and says  tha t

Depar tment  o f  Taxat ion  and F inance,  over  18  years  o f

day of May ,  L9 7Br rhe served the within

by  (cer t i f ied)  ma i l  upon R ichard  C.  Sch i l le r

( representat ive of )  t -he pet i t ioner  in  the wi th in  proceeding,

t rue copy thereof  in  a secure ly  sealed postpaid wrapper  addressed
Richard C.  Schi l ler ,  Esq.
Tax Attorney
MCA, Inc.
100 Universal City PLaza

Sworn

3rd

E O

d a y

and by deposirins gF'de"€f;8fl"'t"S+Je pc8"+$5Pf"i?"neJrq9saddressed wrapper in a

(pos t  o f f i ce  o r  o f f i c i a l  depos i t o r y )  unde r  t he  exc lus i ve  ca re  and  cus tody  o f

t he  Un i ted  S ta tes  Pos ta l  Se rv i ce  w i t h in  Lhe  S ta te  o f  New York .

Tha t  deponen t  f u r t he r  says  t ha t  t he  sa id  add ressee  i s  t he  ( rep resen ta t i ve

o f  t he )  pe t i t i one r  he re in  and  tha t  t he  add ress  se t  f o r t h  on  sa id  w rappe r  i s  t he

las t  known  add ress  o f  t he  ( rep resen ta t i ve  o f  t he )  pe t i t i one r .

before me th is

o f  M a y  ,  L 9 7 B

rA-  3 (217 6)



J A M E S  H .  T U L L Y  J R . ,  P R E s I D E N T

M I L T O N  K O E R N E R

T H O M A S  H .  L Y N C H

STATE OF N.EW YOryK
STATE TAX COMMISSION
TAX APPEALS BUREAU

ALBANY, NEW YORK 12227

!{ay 3, 19?8

!{CA, Xnc.
10O UntvarEal Ctty Flasa
lhJ.varaal City, Callfornta 916O8

GsntXcsonr

Please take notice of the DECfgIffi
of  the State Tax Commission enclosed herewith.

You have now exhausted your r ight of  review at the administrat ive
level. Pursuant to section(t0 1090 of the Tax Law, any
proceeding in court  to review an adverse decision by the State Tax
Commission can only be inst i tuted under Art ic le 78 of the Civi l
Pract ice Laws and Rules, and must be commenced in the Supreme
Court of  the State of New York, Albany County, within 4 ngrthg
from the date of this not ice.

Inquir ies concerning the computat ion of tax due or refund al lowed in
accordance with this decision may be addressed to the Deputy
Commissioner and Counsel to the New York State Department of
Taxat ion and Finance, Albany, New York 12227. Said inquir ies wi l l  be
referred to the proper authority for reply.

cc: Pet i t ioner 's Representat ive

Taxing Bureauts Representat ive

/(4,
Aloyalur iI. Nsndza
feststcnt DLscctor

TA-r . r2  (6 /77)



STATE OF NEW YORK

STATE TAX COMMISSION

fn the Matter of the Pet i t ions

o f

MCA,  INC.

for Redeterminat ion of a Def ic iency and
for Refund of Corporation Franchise Tax
under Article 9-A of the Tax Law for the
Period Endinq December 31, L973.

DECISTON

MCA, fnc. ,  100 Universal  Ci ty  PIaza,  Universal  Ci ty ,  Cal i forn ia

91608,  f i led pet i t ions for  redeterminat ion of  a  def ic iency and for

refund of corporation franchise tax under Art icle 9-A of the Tax

Law for the period ending December 31, Lg73 (r ' i ie No. L3g74).

A formal  hear ing was held before Solomon Sies,  I lear ing Of f icer ,

a t  the of f ices of  the State Tax Commiss ion,  Bui ld ing 9,  State

Campus,  Albany,  New York L2227,  on June 30,  L977.  Tt re pet i t ioner

appeared by Richard C- Schil ler, Esq. TLre Corporation Tax Bureau

appeared by Peter  Crot ty ,  Ese.  (Laurence Stevens,  Esq. ,  o f  counsel ) .

ISSUES

I .  Whether  or  not  pet i t ioner  is  ent i t led to  an investment  tax

credi t  on negat ives not  hav ing a s i tus wi th in  the State of  New York.

TT.  Idhether  or  not  on ly  the cost  o f  the pr in ts  f  rom said nega-

t ives should be inc luded in  the proper ty  factor  for  a l locat ion pur-

pcses .
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FINDINGS OF FACT

1.  On May 19,  L975,  pet i t ioner  f i led a c la im for .  credi t  or

refund for the period ending December 31, L973 in the amount of

$24 ,477 .OO,  wh ich  c la im  was  den ied .  Pe t , i t i one r  t ime ly  f i l ed  a

pet i t ion for  a  hear ing to  rev iew said denia l .  The pet i t ioner  con-

tends that in determining its business al location percentage for

the period ending December 31, L973, i t  erroneously included in the

property factor for the State of New York, costs relating to motion

picture and television negatives which were not located in the State

of New York.

2.  On September 5,  L975,  the Corporat ion Tax Bureau issued a

Not ice of  Def ic iency for  the ca lendar  year  1973 against  pet i t ioner

l n  t he  amoun t  o f  $ l - 1O ,LOs .75 ,  p l us  i n t e res t  o f  $11 ,105 .75 ,  f o r  a

to ta l  o f  $12L ,620 .75 ,  l ess  a  c reC i t  app l i ed  f r om 197O o f  $4 ,L76 .L2 ,

l eav ing  a  ba lance  due  o f  $117 ,444 .63 .  Pe t i t i one r  t ime ly  f i l ed  a

pet i t ion for  a  hear ing to  rev iew said Not ice of  Def ic iency.  Tt re

def ic iency was based on the d isa l lowance of  the investment  tax

credi t  c la imed by pet i t ioner  under  sect ion 2LO-L2(b)  of  the Tax Law,

on the ground that the situs of the property was not located in the

State of New York.

3.  Pet i t ioner ,  MCA, Inc. ,  was incorporated under  the laws of

the State of  Delaware on November 10,  1958;  i t  began doing business

in the State of New York on January L, L966. Executive and f iscal

of f ices are mainta ined at  Universal  Ci ty ,  Cal i forn ia.  MCA, fnc.
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shares leased,  execut ive of f ice fac i l i t ies aL 445 Park Avenue,

Yo rk ,NewYork ,w i t h i t s subs id i a r i es . f l r eac t i v i t i e so fMcA '

and some of i ts subsidiaries included (among other t 'hings)

product ion,  d is t r ibut ion and sa le of  renta l  f i lm for  theatr ica l

te lev is ion PurPoses-

4.  costs  incurred in  the product ion of  f i lm negat ives repre-

sented the specif ied tangible personal property on which the claim

for investment tax credit was based. Tttese costs included raw

f i lm stock,  labor ,  ta lent  fees,  overhead' ,  amort izat ion '  deprec ia-

t ion and other expenses related to production. These f inished negla-

t ives (aI I  o f  which are located in  ca l i forn ia)  then become the tan-

g ibte personal  proper ty  used in  the product ion of  pr in ts  for  exhi -

b i t ion.  For  purposes of  comput ing the proper ty  factor ,  a  por t ion

of  these negat ive costs  had been ass igned by pet i t ioner  to  the

prints distr ibuted in New York and elsewhere for their showing in

theaters and on te lev is ion-

5. Petit ioner contends that since production and/or negative

costs had been apport ioned to New York, i t  was entit led to an in-

vestment tax credit.  The petit ioner further contends (in the altern-

ative) that only the cost of the prints should be included in the

property fact,or for al location purposes, rather than the amounts

reported. on the original return which was later amended.
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CONCLUSTONS OF LAW

A. That  pet i t ioner  is  not  ent i t led to  an investment  tax eredi t

wi th  respect  to  the negat ives located so le ly  wi th in  the State of

Cal i forn ia,  s ince sa id negat ives do not  have a s i tus wi th in  the

State of  New York as requi red by sect ion 2LO, subdiv is ion 12,  sub-

section (b ) of the Tax Law.

B.  That  pet i t ioner  had or ig ina l ly  and proper ly  a l located the

inventory of prints located in New York within the intent and mean-

ing  o f  sec t i on  2 IO ,  subd iv i s ions  L2 (a )  and  B  o f  t he  Tax  Law.

C.  Tt rat  the c la im for  credi t  or  re fund of  MCA, Inc.  for  the

year  1973 be and the same is  hereby denied.

D.  That  the pet i t ion of  MCA, Inc.  for  redeterminat ion of  a

deficiency for the year L973 be and the same is hereby denied.

DATED: Albany, New York
M a y  3 ,  L 9 7 B
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